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| Committee Urged Dr4SRalph A. Sawyer, vice-president for research at the 
- § Not to Add iG University of Michigan, has urged the House Appropriations 
ons§ =Research Rider Committee not to add a legislative rider to the appropria- 
ty | tion for the Department of Health, Education, and Welfare 


; limiting the amount of indirect costs which can be paid on research grants to universities 
ems to 15 percent of the direct costs. This rider, which forces educational institutions 
iof to accept less than full payment for certain types of research projects sponsored by the 

| Federal Government, has been a part of HEW appropriation bills for several years. Dr. 
Sawyer, who spoke on behalf of the American Council on Education, presented his testimony 
on April 21 before the Subcommittee on Health, Education, and Welfare of the House Appro- 
priations Committee. The text of his testimony follows: 


I appreciate very much the opportunity to appear before this Committee and to pre- 
| sent a statement in support of my request that your Committee, in preparing the appropri- 
ation bills for the Department of Health, Education, and Welfare, remove the presently 
| existing limitation, limiting the amount of indirect expenses which can be paid on re- 
| search grants to universities to 15 of the direct costs. In presenting this request I 
| represent not only the University of Michigan of which I am the Vice-President for Re- 
_ §— search and Dean of the Graduate School, but in addition, I have been asked by the Com- 
| mittee on Relationships of Higher Education to the Federal Government of the American 
; Council on Education to represent them and to state their support of this request. The 
| Chairman of this committee is President Case of Colgate University and it consists of 
| sixteen representatives of colleges and universities. 
’.) The limitation of payment of indirect costs in the appropriation bill of the Depart- 
| ment of Health, Education, and Welfare dates back a number of years and, in fact, to a 
| time when the research grants made by the agencies in the department were very much 
z inf smaller than they are now. It also goes back to a time when the principle of indirect 
costs and their determination was not so well understood as it is now. .In the current 
fiscal year, I believe, the research grants made by the Nationak Institutes of Health 
to universities totalled about $250 million. Large research grants are also awarded to 
universities for basic research by the Office of Education and other agencies of the 
Department. At the present time the Federal Government depends upon the universities of 
this country to a large degree for applied research for the Defense Department, and to 
an even larger extent it depends upon the universities of this country for the promotion 
of basic research in many fields, including health and education. The universities be- 
lieve that it is proper for them to do this research. They welcome the opportunity to 
do so, and they believe by doing such research they are making a major contribution to 
the defense, safety, and progress of the nation. 

When the universities do research under contract for the Department of Defense and 
for other agencies in the development of equipment and systems which are necessary to 
these agencies, no one questions that the full costs of the research should be paid by 
the Federal Government. The costs of research include not only the direct costs, that is, 
the salaries and wages of research personnel and the supplies or equipment that they use, 
but also the so-called indirect costs which help to pay for libraries, research space, 
building maintenance, and other items. In the determination of these indirect costs for 
university research a well-determined procedure has been developed with the help of ad- 
vice from the universities and from the departments concerned. A manual specifying what 
the allowable costs are and how they shall be determined has been prepared and in a new 
revision it is Circular A-21 of the Bureau of the Budget. 
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In distributing this circular to the heads of all the executive departments and 
establishments last January, the Director of the Budget, Maurice H. Stans, stated: 

"This Circular provides the basis for a uniform approach to determining the costs 
applicable to research and development performed by educational institutions under 
grants from and contracts with the Federal Government. The principles and related 
policy guides provided herein are designed for Government-wide use. All Federal 
agencies that sponsor research and development work at educational institutions are 
requested to apply these principles and related policy guides to the fullest extent 
practicable in determining the amounts to be authorized under grants or contracts for 
such work and in developing budget estimates therefor." 

Circular A-21 is now used for the determination of costs by all agencies of the 
Department of Defense both for grants and contracts. It is also used by the Atomic 
Energy Commission, and I am informed that the National Science Foundation, which now 
allows indirect costs up to 25% , expects to adopt the provisions of Circular A-2l. 

Last year the National Science Foundation asked the Committee on Governmental 
Relations of the National Federation of College and University Business Offices to con- 
duct a study on the basis of Circular A-21 of the indirect expenses actually incurred 
by 50 smaller colleges and universities having less than $250,000 a year of government 
sponsored research. These colleges are varied in size and they are located in 30 dif- 
ferent states of the Union. The results of this study showed that the range of in- 
direct costs incurred by these institutions on the basis of a careful audit was from 
2&% to 61% of the total direct costs of the research. The average cost was 42%. In 
order to compare these costs with the costs of larger universities I have obtained 
figures from ten larger universities on their indirect costs and find that their range 
is from 28 to 49% with an average of 34%. In other words, these costs are of the same 
order of magnitude for small schools and large and, in fact, the average cost in the 
small schools was somewhat greater than in the large schools. 

At the University of Michigan for the fiscal year 1959-60 the cost of research 
done under 318 grants from: 


The National Institutes of Health was $2 ,980 , 000 
The indirect cost payments on this research was 377,000 
The indirect cost according to Circular A-21 was 876 ,000 


The unrecovered indirect cost assumed by the University was 499 , 000 


All colleges and universities that were the recipients of National Institutes of 
Health research grants had a similar experience. At a conservative estimate the actual 
expense to these schools was at least $25,000,000. They seek the payment of this 
money, not as an aid to education, but as a necessary support of the research program 
which their professors and students are conducting in the national interest. It is as 
real an expense as the cost of test tubes, and equipment, and help... 

Unfortunately, it is sometimes hard for individual professors, engaged in research 
in their own laboratories, to understand why such costs are associated with their work. 
For the university administration struggling with the problems of today, there is no 
question that these costs are real and that they have become a drain upon their re- 
serves and their financial assets. The time is certainly past when even the smaller 
universities can afford to absorb the real and increasing indirect costs of research. 
As the research program which the Federal Government has supported in the universities 
and has asked the universities to carry on has increased, the indirect costs have be- 
come a larger and larger item. The time has certainly come when the universities can 
no longer afford to pay these costs, and they must respectfully ask the Federal Govern- 
ment to pay the indirect costs as well as the direct costs of research. 

From these figures which I have given you, I believe it will be clear that the 
universities, in accepting research grants from the agencies of the Department of 
Health, Education, and Welfare, are shouldering a burden in the support of indirect 
costs which is very real and which, rather than helping their educational program, 
is draining support away from it. The University of Michigan and the American Council J 
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on Education, and I am sure all the universities in this country, appreciate the 

tremendous interest of this Committee in the promotion of vital research in the 
; fields of health, education, and welfare. Your Committee has made a great contri- 
bution to the development and improvement of our knowledge about human biology and 
human disease and to the development of our understanding of the educational process. 
The universities have been glad to co-operate in carrying on this research. They 
hope that your support of it will continue and expand; but the universities of this 
country now need your sympathetic understanding of their financial problems. It 
seems to me that at the present time, Congress, with one hand, offers a helping hand 
to assist the universities in providing the research and the advanced training which 
the nation needs, while at the same time with the other hand it places upon the uni- 
versities a financial burden which they find increasingly difficult to carry and which 
certainly cannot increase. On behalf of the American Council on Education and of the 
University of Michigan I respectfully request that this Committee, as a contribution 
both to the national welfare and to the vital research work of universities, remove 
the present limitation on the payment of indirect costs. 
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Bill Would Change Identical bills designed to improve the method of 
Federal Policy on payment of indirect costs of research and development 
Research Payments supported by the Federal Government at colleges and 


universities have been introduced in the Senate and 
House. They are designated as S. 1586 and H.R. 64ho. 


*Members of the Appropriations Subcommittee on Labor and Education. 
**Chairman of the Subcommittee. 
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The bills provide "that hereafter notwithstanding any statutory prohibitions against 
the use of the cost-plus-a-percentage-of-cost system of contracting, provision may be 


made in cost-type research and development contracts (including grants) with universities 


colleges or other educational institutions for payment of reimbursable indirect costs on 
the basis of perdetermined fixed-percentage rates applied to the total, or an element 
thereof, of the reimbursable direct costs incurred." 

Initiative in this matter was taken by the Committee on Governmental Relations of 
the National Federation of College and University Business Officers Associations. The 
text of the bills has been approved by the General Accounting Office and the Bureau of 
the Budget. The bills have been referred to the Committees on Government Operations of 
the Senate and House, the chairmen of which are Senator John L. McClellan of Arkansas 
and Representative William L. Dawson of Illinois. 


Teaching in Nigeria On April 12, the Council sponsored a meeting of two dozen 
Subject of Meeting representatives of colleges and universities, foundations, 
Sponsored by Council and interested Federal agencies to discuss coordination of 


plans to train Americans to teach in the secondary schools 
of Nigeria. (For background, see this Bulletin, Vol. X, No. 13.) Representatives of the 
Peace Corps were present to provide information on how that agency intended to proceed 
with selection and orientation of people to teach as part of their Peace Corps assign- 
ment. Those present at the meeting urged the Council to appoint an ad hoc committee to 
work out further procedures for developing a coordinated approach by American colleges 
and universities interested in educational assistance to Nigeria. 


Because of the urgency of the situation, the President of the Council, Dr. Arthur §, 


Adams, brought together the ad hoc committee for its first meeting in Washington on 
April 18 under the chairmanship of of Dr. John U. Monro, dean of Harvard College. As its 
first order of business, the committee submitted a detailed memorandum to officials of 
the Peace Corps which presented the committee's suggestions for training young American 
men and women for teaching in Nigerian secondary schools. This memorandum was submitted 
to R. Sargent Shriver, director of the Peace Corps, just prior to his leaving for a 


brief tour of tropical Africa. On this tour Mr. Shriver will be accompanied by Albert G, 


Sims, director of university relations for the Peace Corps, and by Harris Wofford, 
special assistant to the President of the United States with responsibility for liaison 
with the Peace Corps. In brief, the memorandum suggested the establishment of training 
centers in Nigeria attached to cdlleges ard universities. Each training center would 
supervise practice teaching and final orientation for American college graduates 
assigned to teach in Nigerian secondary schools. The memorandum noted the need for 
different training programs, depending on the previous experience of the American 
trainees and the amount of "professional educational training," or lack of it, in their 
backgrounds. 
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